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LIMITED OFFICIAL USE JOHANNESBURG 1467 

E.O. 11652: N/A 

TAGS: ELAB, PINS, EMIN, SF 

SUBJECT: PRESENT SOUTH AFRICAN MINING SITUATION; REPUTED GOLD 
MINE CLOSURES 

REF: A) STATE 207271; (NOTAL) B) JOHANNESBURG A-65 

1 . THE INFORMATION PROVIDED BELOW RESPONDS TO THAT PORTION 
OF REF A'S INQUIRY RELATED TO "PRESENT SOUTH AFRICAN MINING 
SITUATION, FOR EXAMPLE: THE REPUTED CLOSURE OF MARGINAL GOLD 
MINES". THE LABOR QUESTIONS RAISED IN THE SAME TELEGRAM WILL 
BE REPORTED SEPARATELY BY AMEMBASSY PRETORIA. 

2. MINERALS OFFICER SWEETWOOD CURRENTLY WORKING ON IN 
DEPTH STUDY OF GOLD MINING SITUATIO IN SOUTH AFRICA, WITH 
EMPHASIS ON (1) MINES LOSING MONEY AT PRESENT PRICES OF GOLD, 
(2) THOSE THAT WILL BE LOSERS BELOW A GOLD PRICE OF $100 PER 
TROY OUNCE AND (3) THOSE THAT CANNOT MAKE A PROFIT IF GOLD 
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GOES BELOW $90 PER OUNCE. ADDITIONALLY, WE PLAN TO 
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EVALUATE POSITION OF STATE- AIDED GOLD MINES AND TO OFFER 
OUTLOOK VIS-A-VIS QUESTION OF FUTURE SAG SUPPORT OF CERTAIN 
OF THESE QUESTIONABLE OPERATIONS. WHILE THESE DATA ARE NOT 
YET ASSEMBLED SUFFICIENTLY TO PERMIT A COMPLETE RESPONSE TO 
REF A REQUEST FOR INFORMATION ON "THE REPUTED CLOSURE OF 
MARGINAL GOLD MINES". AVAILABLE (PRELIMINARY) INDICATORS 
MAY BE OF INTERIM INTEREST. 

3. DRAWING FROM THE 41 MEMBERS OF SOUTH AFRICA'S CHAMBER 
OF MINES AND 3 NON-MEMBERS (REF B), 16 MINES ARE CURRENTLY 
OPEATING AT WORKING COST LEVELS OF $100-149 PER OUNCE, AND 
4 HAVE REPORTED COSTS THAT FAT, I. WITHN THE $90-100 RANGE. 

ALL OTHERS (24) WOULD APPEAR TO BE ABLE TO REMAIN PROFITABLE 
BELOW THE $90 PLATEAU (SOME OF THESE ARE URANIUM PRODUCERS 
AS WELL, AND ROUTINELY USE "URANIUM PROFITS" TO OFFSET GOLD 
MINING COSTS). 

4. THE FOLLOWING MINES ARE REPORTEDLY OPERATING AT LOSSES 
AT THE PRESENT TIME (WITH OPERATING COSTS BETWEEN $144-149 
PER OUNCE): FREE STATE SAAIPLAAS, EAST DAGGAFONTEIN, LORAINE, 

5. A. LAND, CITY DEEP, DURBAN DEEP, VILLAGE MAIN (A NON- 
MEMBER OF THE CHAMBER OF MINES) AND ERPM. OF THESE, 

CONFIRMED REPORTS ACKNOWLEDGE THAT ONLY CITY DEEP (OF RAND 
MINES PROPERTIES LTD.) AND VILLAGE MAIN (ANGLOVAAL) (REF B) 

ARE CURRENTLY SCHEDULED FOR SLOSURE IN 1976. ANGLO AMERICAN 
IS SUPPORTING ITS FREE STATE SAAIPLAAS MINE WITH IN-HOUSE FUNDS 
(WHILE MAKING EVERY EFFORT TO CUT COSTS AND INCREASE MINE-RUN 
ORE QUALITIES), WHEREAS THE OTHERS ARE FUNCTIONING UNDER "STATE 
AID" (VILLAGE MAIN'S STATE AID WAS TERMINATED ON JULY 1, 1976). 
MINES REPORTED TO BE CURRENTLY IN MARGINAL (OR BREAK-EVEN) 
CATEGORIES WITH COSTS IN THE RANGE OF $100-144 ARE: SOUTH 
ROODEPOORT (A NON-MEMBER OF THE CHAMBER) VENTERSPOST, 
FREDDIES CONS, VLAKFONTEIN, STILFONTEIN, WELKOM, GROOTVLEI 
AND MARIEVALE. THE LESLIE, WESTERN AREAS, ET CONS (A NON- 
MEMBER OF THE CHAMBER) AND DOORNFONTEIN MINES ARE CURRENTLY 
REPORTING COSTS IN THE $90-100 RANGE, AND THE REMAINING 24 
MINES (ALL CHAMBER MEMBERS; NOT OTHERWISE DESCRIBED IN- 
DIVIDUALLY HEREIN - SEE REF B ) ARE WELL WITHIN PROFIT-MAKING 
RANGES AT LESS THAN $90 PER OUNCE. KNOWN STATE-AID RECIPIENTS 
ARE: BARBERTON, CITY DEEP, CONS MAIN REEF, CROWN MINES, 
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DURBAN DEEP, EAST DAGGAFONTEIN, ERPM, LORAINE, S.A. LAND, 
STILFONTEIN, WITWATERSRAND NIGEL AND WEST RAND CONS. 

5. PRELIMINARY CONCLUSIONS ARE: (1) TWO MINES, ONLY, ARE 
EXPECTED TO CLOSE IN 1976 (CITY DEEP AND VILLAGE MAIN); 

(IN JULY, GENERAL MINING'S SOUTH ROODEPOORT MINE FILED 
STATUTORY 3-MONTH NOTICE OF ITS INTENTION TO END OPERATIONS, 

BUT ADMITTED THAT "ACTIVITY WILL NOT NECESSARILY STOP 
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IMMEDIATELY". MORE RECENTLY. THE MINERALS OFFICER CON- 
FIRMED PRESS REPORTS THAT GENERAL MINING AND JOHANNESBURG 
CONSOLIDATED INVESTMENT COMPANY LTD. ("JOHNNIES") ARE 
NEGOTIATING TO MERGE GENERAL MINING'S WEST RAND CONS 
AND SOUTH ROODEPOORT WITH JOHNNIES' RANDFONETIN - TO 
CREATE A "SUPERMINE" CAPABLE OF WITHSTANDING FORESEEABLE 
GOLD PRICE DECLINES.) (2) MOST OF THE MINES CURRENTLY SHOWING 
"LOSSES" (STATE- AIDED OR NOT) HAVE OPERATED AT INFLATED COST 
LEVELS INTENTIONALLY DURING THE PAST 2-3 YEARS - TO MINE 
LOW GRADE ORES PREVIOUSLY BY-PASSED, TO DEVELOP NEW OREBODIES, 
INSTALL NEW EQUIPMENT, EXPAND OUTPUT, ETC. - AND MAY 
BE EXPECTED TO DISPLAY LOWER COSTS BY YEAR-END 1976; (3) 
GOLD/URANIUM PRODUCERS (REF B) MAY BE EXPECTED TO LEAN 
MORE HEAVILY ON URANIUM AS AN ALTERNATE INCOME SOURCE - 
PARTICULARLY OVER THE LONG RANGE; AND (4) MASSIVE, HIGH COST, 
EXPANSION PROGRAMS (UNEQUALED ELSEWHERE IN THE WORLD IN 
GOLD) WILL BE CONTINUED IN SOUTH AFRICA'S "GOOD" MINES EVEN 
THOUGH THE PRICE OF GOLD CONTINUES TO WEAKEN - AS A WELL 
PROVED, AND EFFECTIVE MEANS OF LOWERING THE COST PER TON 
OF ORE VIA GREATER TONNAGES MOVED DURING A GIVEN PERIOD OF 
TIME THROUGH MECHANIZATION. SOUTH AFRICA'S GOLD MINING 
INDUSTRY THUS DOES NOT APPEAR TO BE "IN TROUBLE". IT IS 
UNDERGOING A TRANSITION; TO WEED OUT THE OBVIOUSLY UNPROFITABLE 
MINES, IMPROVE IMPORTANT PRODUCERS, AND TO BRING IN NEW MINES 
(LOWER GOLD PRICES NOTWITHSTANDING) (I.E. GOLD FIELDS’ DEELKRAAL, 
AND ANGLO AMERICAN'S FJ.ANDSR AND - REF B). LABOR MATTERS 
WILL UNDERGO MODIFICATIONS AS WELL, TO PERMIT THE INSTALLATION 
OF MORE HIGHLY SOPHISTICATED EQUIPMENT AND TO ADAPT TO 
PLANNING CHANGES RELATIVE TO IMPORTED BLACK MINING LABOR 
FROM NEIGHBOING COUNTRIES; CLEARLY ON THE HORIZON. 

JOHNSON 
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